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REACQUISITION OF CERTAIN SPECIAL PURPOSE VESSELS 
PURCHASED OR REQUISITIONED BY THE UNITED 
STATES 





WEDNESDAY, AUGUST 15, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MARITIME AFFAIRS OF THE 
CoMMITTEE ON Mercuant Marine AND FISHERIES, 
Washington, D.C. 


The subcommittee met at 10 a. m., Hon. Edward J. Hart, chair- 
man of the committee and subcommittee, presiding. 

Present: Representatives Hart (chairman), Bonner, Garmatz, 
Bennett, Shelley, Robeson, Tollefson, Allen, Miller, and Nelson. 

The CHarrmMan. The subcommittee will come to order, please. 

(The text of H. R. 4480 and department reports follow:) 


[H. R. 4480 82d Cong., Ist sess.] 


A BILL To give owners of certain special-purpose vessels purchased or requisitioned by the United States 
an opportunity to reacquire such vessels when they are no longer needed by the United States 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first section of the Act of April 29, 1943, 
entitled “‘An Act to authorize the return to private ownership of certain vessels 
formerly used or suitable for use in the fisheries or industries related thereto’’, as 
amended (Public Law 44, Seventy-eighth Congress; 57 Stat. 69), is amended to 
read as follows: 

“That any vessel (1) formerly used or suitable for use in the fisheries or industries 
relaied thereto, or (2) of one thousand gross tons (determined in accordance with 
the provisions of seciion 77 of title 46 of the United States Code) or less, or (3) 
emploved on the Great Lakes during the year preceding iis acquisition by the 
United States, or (4) of a special design or type, constructed or being constructed 
for an operaiion requiring special terminal facilities and for which no other type or 
design of vessel is reasonably suitable, title to which, in any of the above cases, 
has been or may hereafter be acquired by the United States through purchase or 
requisition, except any vessel seventeen vears of age or older traded in under the 
provisions of section 510 of the Merchant Marine Act, 1936, as amended, or any 
other provision of law, may be returned to private ownership in accordance with 
the provisions of this Act.”’ 

GENERAL ACCOUNTING OFFICE, 
Washington, June 25, 1951. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

My Dear Mr. CuarrMan: Reference is made to your letter of June 18, 1951. 
acknowledged by telephone on June 19, forwarding a copy of H. R. 4480, Eighty- 
second Congress, entitled ‘‘A bill to give owners of certain special-purpose vessels 
purchased or requisitioned by the United States an opportunity to reacquire such 
vessels when they are no longer needed by the United States,’’ and requesting 
such suggestions as I may deem proper touching the merits of the bill and the 
propriety of its passage. 

The provisions of H. R. 4480 are identical to those contained in S. 1674, Eighty- 
second Congress, which was the subject of my report of June 20, 1951, B-30613, 
to the chairman of the Senate Committee on Interstate and Foreign Commerce. 
In that report it was stated, in pertinent part, as follows: 
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“The act of April 29, 1943 (57 Stat. 69), as amended, established an orderly 
procedure for the return to private ownership of any vessel—excepting certain 
over-age vessels—(1) formerly used or suitable for use in the fisheries or in- 
dustries relating thereto, or (2) of 1,000 gross tons or less, or (3) employed on the 
Great Lakes during the year preceding its acquisition by the United States. 

“S. 1674 would, by amending that act, also authorize by the same procedure 
the return to private ownership of any vessel ‘of a special design or type, econ- Sl 
structed or being constructed for an operation requiring special terminal facilities 
and for which no other type or design of vessel is reasonably suitable.’ 

“The purpose of the act of April 29, 1943, supra, was to afford to the former 
owners of those vessels of the classes specified therein an opportunity of reaequir- 
ing such vessels when they could be spared without detriment to the depart- 
ment or agency having possession thereof. ‘This Office has no objection to the 
favorable consideration of the proposed amendment to the act to make it ap- 
plicable to the type or class of vessel now proposed to be added thereto.” 

What was said in the above excerpt is equally applicable here and, accordingly, 

I have no objection to the favorable consideration of H. R. 4480. 

Pursuant to your request, this report is made in quadruplicate. 

Sincerely yours, 





Linpsay C. WARREN, 
Comptroller General of the United States. 





THe GENERAL COUNSEL OF THE TREASURY, 
Washington, June 26, 1951. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrmMan: Further reference is made to your request for the 
views of the Treasury Department on H. R. 4480, “to give owners of certain 
special-purpose vessels purchased or requisitioned by the United States an op- 
portunity to reacquire such vessels when they are no longer needed by the United 
States.” 

The bill would amend the first section of the act of April 29, 1943 (57 Stat. 69), 
to provide for the return to private owners of certain types of vessels which have 
been or may be purchased or requisitioned by the United States when the vessels 
are no longer needed by the department or agency having possession. In addition 
to vessels used in the fisheries or related industries, the bill would authorize the 
return to private ownership in accordance with procedures set forth in the act of 
April 29, 1943, of vessels of the following categories: (1) vessels of 1,000 gross tons 
or less; (2) vessels employed on the Great Lakes during the year preceding ac- 
quisition by the United States; and (3) vessels of a special design or type, con- 
structed or being constructed for an operation requiring special terminal facilities 
and for which no other type or design of vessel is reasonably suitable. 

The proposed legislation does not primarily concern the Treasury Department, 
and it has no comments to make with respect to the bill. 

Very truly yours, 
Tuomas J. Lyncu, General Counsel. 


DEPARTMENT OF COMMERCE, 
Washington, August 14, 1941. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in further reply to your communication of 
June 18, 1951, requesting the views of this Department concerning H. R. 4480, a 
bill to give owners of certain special-purpose vessels purchased or requisitioned 
by the United States an opportunity to reacquire such vessels when they are no 
longer needed by the United States. 

The bill would amend the act of April 29, 1943, as amended (57 Stat. 69, 58 
Stat. 223), to give former owners of certain special-purpose vessels purchased or 
requisitioned by the United States the opportunity to reacquire their vessels when 
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no longer needed by the United States by the repayment of the compensation 
paid therefor by the Government, less an allowance to cover the cost of restoration 
of the vessel to a condition similar to that at the date of requisition, and compen- 
sation for the use of the vessel by the Government. 

The act here proposed to be amended was first adopted in order to return to 
their original owners, fishing vessels which had been requisitioned in large numbers 
at the outset of World War H. At that time it was impossible for the former 
owners to obtain replacement vessels, the boats were needed to supply an essential 
food, and therefore the Congress adopted this method in order to aid the fisheries 
industry. 

Since the act of April 29, 1943, was legislation to meet a crisis now past, we 
suggest that consideration now be given to repeal of that act. However, this 
Depariment believes that the former owners of any vessels purchased or requisi- 
tioned by the Government should be given priority in acquiring when such vessels 
are no longer needed by the Government. This Department believes that the 
former owner should be allowed to reacquire his vessel for its fair value. Public 
Law 44, as amended, requires that the owner be given allowance for (1) cost of 
restoration, and (2) use of the vessel by the Government. The price the owner is 
required to pay, therefore, depends upon the changes made to the vessels, and the 
period of time it may have been used by the Government, without any con- 
sideration being given to its fair value at the time it is no longer needed by the 
Government. In this connection, vour attention is directed to the provisions of 
title Il of the Defense Production Act of 1950 which provide that the former 
owner of a requisitioned facility may repurchase property requisitioned from him 
at the fair value thereof or, in the case of personal property, at the then fair value 
as determined by the President. 

‘his Department would have no objection to H. R. 4480 if it were amended to 
provide only that vessels, if no longer needed by the Government, could be 
repurchased by the former owner at the fair value thereof at the time of repurchase, 
or that the former owner thereof should have the first acceptance thereof if offered 
for sale at a fixed price by the United States. 

We therefore recommend that no provision be made for allowances of any 
sort other than a simple priority to be given to former owners repurchasing 
their vessels or the grant of a first acceptance to them. 

We submit for the consideration of your committee the following suggestions 
for criteria to be used in determining fair value of these vessels: 

(1) The market value of the vessel for operation in the world trade or in 
the foreign or domestic trade of the United States. 

(2) The amount paid by the United States upon acquisition of the vessel 
plus the depreciated cost of anv improvement thereon. 

(3) Depreciated value based on its useful life, for example, 20 vears. 

(4) The fair value as determined by three appraisers, one of whom would 
be appointed by the President, one of whom would be appointed by the 
former owner, and the third appointed by the first two appraisers. 

These or similar criteria have been contained in earlier legislation as methods to 
be used in determining the fair value of articles to be sold by the Government. 
Anv criteria for determining fair value should be designed to afford protection 
both to the Government and to the former owner. We have not been able to 
make a thorough study of the possible criteria mentioned and do not make any 
recommendation or determination as to the desirability of adopting anv one or 
more of these possible criteria for use in determining the fair value of vessels. 

We urge that the Congress include a precise formula for administrative deter- 
mination of prices below which these vessels could not be sold by the Government. 
We recommend that this formula be the cost of the vessel to the Government 
less normal depreciation. In making this recommendation, we urge that it should 
be made clear that this minimum price should not be treated or accepted auto- 
matically as the sales price; in order to avoid anv such inference, we would 
recommend that the statute state explicitly that the general criteria are the 
primary grades for administrative action. 

We have been advised by the Bureau of the Budget that they would have no 
objection to the enactment of H. R. 4480 if amended as we have recommended. 

Sincerely vours, 


Tuos. W. S. Davis, 
Acting Secretary of Commerce. 











4 REACQUISITION OF SPECIAL-PURPOSE VESSELS 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 21, 1951. 





Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Harr: Reference is made to your request for a report on H. R, 
4480, a bill to give owners of certain special-purpose vessels purchased or requi- 
sitioned by the United States an opportunity to reacquire such vessels when 
thev are no longer needed by the United States. 

The bill would amend the act of April 29, 1943 (57 Stat. 69), as amended, so 
as to include within its provisions which relate to the return to private ownership 
of vessels acquired by the United States, a fourth category of vessel, namely, 
vessels ‘fof a special design or type, constructed for an operation requiring special 
terminal facilities and for which no other type or design of vessel is reasonably 
suitable * * *.”’ In 1944 the act was amended (58 Stat. 223) to cover two 
other categories of vessels and now it is proposed to include a fourth. It is under- 
stood that the fourth category includes, among others, vessels commonly known 
as sea-train vessels, the activities of which do not fall within the realm of the func- 
tions of this Department. In these circumstances, the Department is not in a 
position to advise your committee with respect to the proposed legislation. 

Sincerely vours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE JuDGE ADVvocATE GENERAL, 
Washington, D. C., August 17, 1951. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMan: Your request for comments on the bill H. R. 4480 
to give owners of certain special-purpose vessels purchased or requisitioned by the 
United States an opportunity to reacquire such vessels when they are no longer 
needed by the United States has been assigned to the Navy Department by the 
Secretary of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

Under present law when a fishing vessel, a vessel of 1,000 gross tons or less, or & 
vessel used on the Great Lakes, is purchased or requisitioned by the Government, 
and subsequently becomes surplus, the Maritime Administration must give the 
previous owner a right of first rerusal before selling the vessel to any other person. 
The purpose of H. R. 4480 is to accord the same right of first refusal to owners of 
vessels ‘‘of a special design or type, constructed for an operation requiring special 
terminal facilities and for which no other type or design of vessel is reasonably 
suited.” 

The Navy Department on behalf of the Department of Defense interposes no 
objection to the enactment of H. R. 4480. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Navy Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to the Congress. 

Sincerely yours, 
KE. E. Woops, 


Captain, USN, Acting Judge Advocate of the Navy. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 25, 1951. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Hart: Reference is made to your request for comments on H. R. 
4480 to give owners of certain special-purpose vessels purchased or requisitioned 
by the United States an opportunity to reacquire such vessels when they are no 
longer needed by the United States. 
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This bill would amend section 1 of Public Law 44, Seventy-eighth Congress 
(57 Stat. 69), as amended (58 Stat. 223, 50 U. 8. C. App. S-1301) by adding a 
fourth category of vessels to which the act would be applicable. The act as a 
whole establishes a priority in favor of former owners upon disposal of certain 
types of vessels which have been or may be acquired by the United States through 
purchase or requisition. It is presently applicable to ‘“‘Any vessel formerly used 
or suitable for use in the fisheries or industries related thereto, any vessel of one 
thousand gross tons * * *, or less, and any vessel employed on the Great 
Lakes during the vear preceding its acquisition by the United States.’”’ The bill 
would add as a fourth category any vessel ‘‘of special design or ty pe, constructe | 
or being constructed for an operation requiring special terminal facilities and for 
which no other type or design of vessel is reasonably suitable.”’ 

Public Law 44 was further amended (60 Stat. 976, 50 U.S. C. App. S-1305) 
by adding a new section 5 which establishes a priority second to the former 
owners’, in favor of veterans in accordance with the Surplus Property Act of 1944, 
in the case of vessels of the types described in section 1 which are 65 feet or less 
between perpendiculars. 

This Administration is, in general, responsible under the Federal Property and 
Administrative Services Act of 1949 (Public Law 152, 8ist Cong.), for the effec- 
tive utilization by all Federal agencies of property which is excess to the needs 
of the agency having control thereof and for the efficient disposal of surplus 
property, i. e., property which is excess to the needs of all Federal agencies. It 
has been our experience, and the experience of the War Assets Administration, 
that an elaborate system of priorities tends to interfere with efficient disposal 
processes and for that reason we would ordinarily be inclined to oppose legislative 
proposals such as H. R. 4480 which establish or expand priorities. 

It is recognized, however, that where property has been requisitioned or con- 
demned, so that the transfer to the Government was involuntary, a strong case 
can be made for giving the former owner a prior right to reacquire his property 
when it is no longer needed by the Government. While Public Law 44 covers 
vessels acquired by purchase as well as by requisition, | am advised that in most 
cases, where vessels of the types to which the act is applicable have been acquired 
by a transaction which was in form a purchase, the transfer was in fact made 
under threat of requisitioning so that it can be well considered to have been an 
involuntary transfer. 

Under these circumstances this Administration does not recommend against 
favorable action on the proposed legislation. 

I am advised that the Department of Commerce in its report on the bill sug- 
gested the desirability of clarifying Public Law 44 by specifically providing that 
priorities under the law should be applicable only when vessels have been deter- 
mined to be excess to the needs of all Federa! agencies. I am in hearty accord 
with this suggestion, particularly in view of the utilization provisions of the 
Federa! Property and Administrative Services Act of 1949 (Public Law 152, 
8ist Cong., see. 202), which establish the genera! policy that before property 
excess to the needs of one agency is disposed of outside the Government it should 
be made available for transfer to other agencies which have a genuine need for 
that type of property and would otherwise be seeking to acquire similar items 
from private sources. 

We have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Jess Larson, Administra‘or. 


The CuarrmMan. This is a hearing on H. R. 4480, a bill to give 
owners of certain special-purpose vessels purchased or requisitioned 
by the United States an opportunity to reacquire such vessels when 
they are no longer needed by the United States. It seeks to amend 
the first section of the act of April 29, 1943, which provided that any 
vessel (1) formerly used or suitable for use in the fisheries or industries 
related thereto, or (2) of one thousand gross tons or less, or (3) em- 
ploved on the Great Lakes during the year preceding its acquisition 
by the United States should be returned to the owners, they being 
given preference by the Government in the event they desire to re- 
purchase these vessels. 


87979—51———-2 
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This bill seeks to add an additional classification, describing ships 
of a special design or type, constructed or being constructed for an 
operation requiring special terminal facilities and for which no other 
type or design of vessel is reasonably suitable. 

Mr. Brush, | assume you desire to appear in favor of the bill? 

Mr. Brusu. | would like to, sir. 

The Cuarrman. All right, sir, we shall be glad to hear you. All 
right, Mr. Brush, you may proceed. 


STATEMENT OF DAVID M. BRUSH, VICE PRESIDENT, SEATRAIN 
LINES, INC. 


Mr. Brusu. My name is David M. Brush. I am a vice president 
of Seatrain Lines, Inc., a common carrier by water of commodities 
generally engaged in interstate and foreign commerce. 

Seatrain Lines, Inc., is the owner and operator of five specially 
designed and constructed vessels called Seatrains and four termi- 
nals, also of special design and construction, located in the ports of 
New York, New Orleans, Texas City, and Habana, Cuba. Two 
additional vessels costing over $4,000,000 each and one additional 
terminal, located at Savannah, Ga., will be completed within the next 
few weeks. One of these vessels, the seatrain Georgia, was launched 
vesterday at the yards of the Sun Shipbuilding & Dry Dock Corp. in 
Chester, Pa. 

This company is not seeking nor does it intend to seek any subsidy 
or other Government aid, and it has received no subsidies in the past. 

There are today no other vessels of any type which can be substi- 
tuted for or converted to replace a seatrain vessel. By reason of their 
special characteristics, they were the most valuable of all commercial 
vessels in World War II, judged by the statements and reports of the 
Army, Navy, and War Shipping Administrator. 

With the committee’s permission, | should like to present to it 
herewith, a set of descriptive photographs showing the seatrain vessels 
and terminals. 

Hand that up to the chairman, please. 

It will be seen that these vessels have tremendous open spaces in 
the hold. Each vessel transports 100 loaded freight cars—a train 1 
—_ long. In addition, they have large cargo tanks which permit 

‘arriage of over 3,000 tons of liquid cargo. 

In another national emergency, the seatrain vessels will be needed 
by the Government. The taking of the vessels will leave the com- 
pany with an investment of over $4,000,000 in special terminals of 
little or no value to it unless it can be assured of getting its vessels 
back, if not lost, after the emergency, and without having to bid for 
them as now required by law at public sale, if their titles are requisi- 
tioned. 

There is no authority under the present law which permits the 
Government to return specifically designated vessels, excepting those 
employed on the Great Lakes and ia the fisheries, to the owners if 
title has been taken. We believe that in circumstances where special- 
purpose vessels such as the seatrain ships form only a part of a whole 
integrated transportation operation the owner should be accorded 
privileges for return to the owner equivalent to those granted under 
the present law to the owners of vessels employed on the Great 
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Lakes and in the fisheries when such vessels are to be disposed of 
upon termination of the emergency occasioning the title requisitioning. 
Without such protection or priority, the terminal facilities forming 
the other integral part of the unique transportation operation which 
are not taken by the Government could not, as a practical matter, 
be retained and maintained by the owner. Such integrated trans- 
portation operation could readily be destroyed without such safe- 
guards, 

This problem is not new, for in fact, during the last war, title to 
the five seatrain vessels was taken by the Government, and after 
full consideration of the problems which such title requisition created 
for the Government as well as for the owner, special legislation (act 
of March 24, 1943, Public Law 17, ch. 26, sec. 2B) was requested 
and obtained by the War Shipping Administrator, who was authorized 
to return title to the owner and to pay just compensation for use of 
the vessels instead. The terms of that legislation however expired 
with the end of the war. Accordingly, what is proposed here is the 
same as that sought and obtained by the Government during the 
last war, except that it gives the legislation a permanent character. 

In August of last vear, Mr. Richard Benson, one of our directors 
who is present here today, and I conferred with Admiral Cochrane, 
Maritime Administrator, with respect to the problems which would 
confront an owner of special-purpose vessels in the event of their 
title requisition by the United States. At that time we informed the 
Administrator that this company contemplated construction of two 
new seatrain vessels and of the necessity of obtaining from the Gov- 
ernment some appropriate measure of protection should the con- 
templated or any existing vessels by requisitioned for title. 

We were advised by the Administrator that in his opinion appro- 
priate legislation— 
according the former owner of special-purpose vessels some protection or priority 
when such a vessel, the title of which has been or will be requisitioned by the 
United States, is to be disposed of upon termination of the emergency occasioning 
the title requisition— 
would be desirable, and that he would— 
support legislation affording such protection or priority. 


On the basis of that assurance from the Maritime Administrator, 

the Directors of this company authorized construction of two new 
ships and a new terminal at Savannah, Ga., and contracts were en- 
tered into therefor on September 28, 1950. These are the two ships 
and terminal which will be completed within the next few weeks. 
By reason of the many pressing matters before the Eighty-first 
Congress, which was endeavoring to adjourn at that time, we decided 
to proceed with the construction program and to await introducing 
legislation of this nature until the Eighty-second Congress convened 
this vear, believing that Congress would recognize as did the Maritime 
Administrator the fairness and propriety of such a bill. 

We are happy to note the introduction of H. R. 4480 by Repre- 
sentative Hart, and its companion bill, S. 1674, by Senator Magnuson, 
the support of both of which I am here to urge. 
~ The Cuarrman. Are you familiar with the proposed amendments 
to the Senate bill, Mr. Brush? 

Mr. Brusu. I am not, sir. 
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The CHarrMan. Well, there have been some amendments suggested 
although not yet adopted by the subcommittee of the Committee on 
Interstate and Foreign Commerce in the Senate, and I suggest that 
you get a copy of the proposed amendments. 

Mr. Brusu. I should be very interested to see them. 

The CuarrmMan. They are not yet in formal form. I understand 
that at least one of them has yet to be perfected. But I will not go 
into that because I see we have the pleasure of Admiral Cochrane’s 
presence, and I hope he will touch upon any proposed amendments 
that the Maritime Administration and the Maritime Administrator 
are in favor of adding to this bill. 

I have a report from the Comptroller General, who offers no objec- 
tion to enactment of the measure as it is, and a letter from the Acting 
Secretary of Commerce, Mr. Davis, in which he says that: 

Since the act of April 29, 1943, was legislation to meet a crisis now past, we 
suggest that consideration now be given to repeal of that act. However, this 
Department believes that the former owners of any vessels purchased or requisi- 
tioned by the Government should be given priority in acquiring when such vessels 
are no longer needed by the Government. This Department believes that the 
former owner should be allowed to reacquire his vessel for iis fair value. 


Further on the letter states: 


This Department would have no objection to H. R. 4480 if it were amended to 
provide only that vessels, if no longer needed by the Government, could be repur- 
chased by the former owner at the fair value thereof at the time of repurchase, or 
that the former owner thereof should have the first acceptance thereof if offered 
for sale at a fixed price by the United States. 

We therefore recommend that no provision be made for allowances of any sort 
other than a simple priority to be given to former owners repurchasing their 
vessels or the grant of a first acceptance to them. 

And then he submits for the consideration of the committee certain 
suggestions for criteria to be used in determining the fair value of 
these vessels. 

Primarily, the principle of the bill is accepted by all parties inter- 
ested, but I believe the admiral will have some suggestions to make 
to the amended proposal as it now stands. 

Are there any suggestions to be made concerning the comments of 
Mr. Brush, gentlemen? 

All right, sir, thank you very much. 

Admiral, are you ready now? We would be very happy to hear 
you. We know you are a busy man. 

Admiral Cocurane. | apologize for arriving late. 


STATEMENT OF VICE ADM. E. L. COCHRANE (RETIRED), CHAIR- 
MAN OF THE MARITIME BOARD AND MARITIME ADMINIS- 


TRATOR 


Admiral Cocurane. I am Vice Adm. E. L. Cochrane (retired), 
Chairman of the Maritime Board and Maritime Administrator. 

Mr. Chairman, I do not have a formal statement prepared because 
I happen to be a little too harassed to get one together that is entirely 
satisfactory to us, and | would like to rely on the letter report signed 
by the Acting Secretary, to which you have just referred. 

The principle that is involved at this time, which has just been 
presented by Mr. Brush, is as you can see, one which we think quite 
clearly is indicated in all fairness to former owners, particularly of 
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vessels and property with which there was associated a considerable 
other investment in shore improvements, which is the case in the 
particular situation in which Seatrain Corp. finds itself. 

The general philosophy behind giving former owners some rights in 
reacquisition of title taken under emergency is pretty clearly set forth 
again in title I] of the Defense Production Act of 1950, section 201 (ce), 
which reads as follows: 

(c) Whenever the need for the national defense of “nN personal property 
requisitioned under this title shall terminate, the President may dispose of such 
property on such terms and conditions as he shall deem appropriate, but to the 
extent feasible and practicable he shall give the former owner of any property so 
disposed of an opportunity to reacquire it (1) at its then fair value as determined 
by the President, or (2) if it is to be disposed of (otherwise than at a public sale 
of which he is given reasonable notice) at less than such value, at the highest 
price any other person is willing to pay therefor: Provided, That this opportunits 
to reacquire need not be given in the case of fungibles or items having a fair value 
of less than $1,000. 

Now, that, of course, is the Defense Production Act of 1950, the 
terms of which were intended to cover other sorts of property than 
maritime property, and the principle on the other hand seems to us 
to be quite clear and quite obviously fair in dealing with Maritime 
property such as the case in view. The law for which the proposed 
amendment is set up, namely, the act of April 29, 1945, to authorize 
the return to private ownership of certain vessles formerly used or 
suitable for use in the fisheries or industries related thereto, of course, 
was put through during the early part of the last war to permit 
return of fishing vessels particularly that had been acquired at the 
outbreak of the war for very pressing emergency service, and when 
the depletion of the fisheries’ fleet was recognized as disadvantageous 
not only economically but biologically to the people of this country, 
that is, from the point of view of food. The law was drawn, I think, 
somewhat more favorably as to its remunerations in the service of the 
vessels than might on present view be considered to be necessary, 
and it provides, of course, that if the vessel is no longer needed it 
should be offered to the former owner, who will return the price paid 
to him with an allowance for restitution of the vessel to its original 
service value, less wear and tear, and that fair compensation ought 
to be paid for use of the vessel during the interim period. In other 
words, it reestablishes substantially the situation which would have 
obtained had the vessel been requisitioned for use rather than for 
title. 

Now, that, of course, raises another quite considerable point as to 
how the 1936 act should be administered, particularly section 902, 
which gives us certain war powers, emergency powers, to acquire 
vessels for use or title in another emergency. There has been a good 
deal of question as to which is the wiser move, to requisition ships 
for title where we take over full responsibility for them, or to requisi- 
tion them for use. We have given a good deal of study to that situa- 
tion and have not finally settled on a policy but are rather inclined 
presently to the view that ships that are to be used in substantially 
their present condition, in other words, where we only use them, that 
we should requisition them for use; in effect, charter them, the com- 
pensation, of course, to be determined by the Government in that 
case, subject to claims later if the owner does not agree to the terms 
we set. Then, when the hostilities end or the need for the vessel 
terminates, we simply return it to the owner. 
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There are certain requirements for restoration of the vessel, less 
ordinary wear and tear, which are provided in section 902, and I 
think that covers a great bulk of the number of ships that we will 
probably have to acquire. 

There are other types where extensive alterations have to be made 
to the ship to fit her for the emergency service, and we have come to 
the conclusion that in those cases, probably we should requisition for 
title; in other words, take over title of the vessel. And then the 
question of how she should be disposed of if she is no longer needed 
at the end of the emergency has to be determined by the individual 
case itself, 

I am sure that this committee is quite conscious of two ships 
which were requisitioned during the last war and which were returned, 
and which contract was entered into for their restoration, which has 
not worked out satisfactorily from the point of view of either the 
shipping company or ourselves. 

The CHatrMan. You mean the Monterey and Mariposa? 

Admiral Cocnrane. I refer to the Monterey and the Mariposa, and 
we would like to avoid a duplication of that situation at another 
time and that, of course, is one of the things we have been attempting 
to plan in our effort. But that is the reason, Mr. Chairman, that 
from the report in the Department of Commerce on this proposal we 
rather favored perhaps a new bill which would get rid of some of 
these provisions, which proved to be somewhat windfalls in the han- 
dling of them in the early parts of the war in the determination of 
what should in fact be the restoration value and what should be fair 
compensation. 

However, there is no question in our minds of the basic objective 
contemplated or requested by the proponents of the legislation. 

The Cuatrman. Admiral, let me see if I understand you. This 
bill H. R. 4480, which seeks to amend the act of April 29, 1943, is 
limited to certain specific types of vessels, for instance, the three 
types enumerated in the bill as it now stands and the additional type 
enumerated in the proposed amendment of H. R. 4480. 

Admiral Cocurane. That is correct. 

The CuatrMan. Which is referred to as vessels of a special design 
or type. 

Now, do you recommend that the law be changed so as to permit 
former owners of all types of vessels to have the privileges conferred 
upon the owners of certain special types of vessels by the act of 1943? 

Admiral Cocurane. As I say. Mr. Chairman, we are rather of the 
view, although I haven’t substantiated this with the Bureau of the 
Budget—they have approved, of course, the submitttal as of the 14h 
of August the letter to which reference was just made—the principle 
set forth in the Defense Production Act of 1950 which applies to 
property in general could well apply to this sort of property; in other 
words, be extended to cover not only personal property ashore but 
personal property afloat. But surely, for the special type vessels 
involved in this case the application is not only sound but the only 
fair thing to do. 

Now, you refer to the types that are involved. The act originally 
was put together, as I understand it, to apply to fishing vessels. 
It was then extended to yachts, and I don’t know what the order 
was, but it was then extended to fresh water, Great Lakes service, 
and then, of course, to yachts, which is the third type. 
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The Cuarrman. Do you think that this ought to be conformed to 
the provisions of the Defense Production Act which you first read? 

Admiral Cocurane. | believe so; yes. 

The Cuarrman. Are you familiar with the Senate amendments 
proposed to this bill which have been suggested but not adopted in the 
Senate committee? 

Admiral Cocurane. I am familiar with them. 

The CuarrmMan. Then if the special type enumerated in H. R. 4480 
is added, are you prepared to say that the proposed amendments 
would be satisfactory to you? I don’t want to press you if you haven't 
had a chance to study them. 

Admiral Cocurane. I think I could say without qualification that 
if the amendments do what they say is their objective, we are a little 
bit concerned as to whether we might be involved in the complications 
of what might be the fair allowance for restitution, and the better way 
is to determine the value of the ship at the end of the emergency and 
return her on that basis, which eliminates the involvement of the 
Government in a controversy such as the one involving the Mariposa 
and Monterey. 

The Cuatrman. Have you completed your statement? 

Admiral CocuRraneg. Yes, sir. 

The CuarrMan. Are there any questions, gentlemen? 

Mr. Allen. 

Mr. Auten. Admiral, are there any vessels of special design or 
type other than seatrain’s which might be involved in this category 
that is mentioned? 

Admiral Cochrane. Well, there is a type developing and for which 
a need is growing in the ocean-borne services, to wit, these big, bulk 
cargo vessels, particularly those designed for handling ore, and that, 
of course, is invariably a special trade for which almost invariably, 
again, special facilities are provided at the termini; loading facilities 
at one end and discharging facilities at the other. 

It is true that in a number of cases the unloading facilities are now 
being provided by the public utilities, that is, the railroads. One has 
recently been provided in Baltimore and a contract is in the throes for 
the building of another big terminal for unloading bulk ore at 
Philadelphia. 

The import of bulk mineral ores into the United States from over- 
seas is a rapidly developing service to the United States. For many 
years we obtained practically all of our ores within our own continental 
imits, but today iron ore, for example, is being imported into the 
United States from Sweden, Norway, from North Africa, from Liberia, 
from South Africa, from Venezuela; we expect not too far off it will be 
coming from other South American countries; and Chile, of course, is 
already supplying ore. That is coming in. Everybody is familiar 
with the ore mines in Labrador which provide for the transportation 
of ore overseas into the United States. We are not quite clear yet 
that they will have a special military value under war service but they 
will undoubtedly be requisitioned for the United States in an over-all 
emergency in connection with our general obligations to handle over- 
seas shipping. 

loon. Will it be possible for the owner of the shore facilities 
to acquire ownership of a vessel? 

Admiral Cocurane. I would think that it ought to apply to the 
fellow whoJhad title to the ship rather than to the fellow who had 
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title to the shore facilities. Of course, if he also had title to the 
vessels, | think that would improve his need, but I think the ship 
should be returned to the owner who had title of the ship prior to our 
requisitioning, rather than to the one who owned the shore facilities 
themselves. 

Mr. Auten. Thank you. 

The CuatrmMan. Are there any other questions, gentlemen? 

Thank you very much, Admiral. We may call on you later on. 

Admiral Cocurane. | am always at vour service. 

The Caarrman. Thank you. 

Mr. Haddock, do you wish to testify on this bill? 

Mr. Happock. Yes, sir, I do. 

The Cuarrman. Will you come forward, please? 


STATEMENT OF HOYT S. HADDOCK, EXECUTIVE SECRETARY OF 
THE CIO MARITIME COMMITTEE 


Mr. Happock. My name is Hoyt 8. Haddock, executive secretary 
of the CIO Maritime Committee. 

H. R. 4480 amends Public Law 44, Seventy-eighth Congress, first 
session, Which authorizes the return to private ownershrp of vessels 
which were requisitioned or purchased by the Government and are 
suitable for use in the fisheries or related industries. This amend- 
ment is designed to permit the return to private owners of special- 
purpose vessels which were purchased or requisitioned by the Gov- 
ernment. 

We agree with the purpose of the bill. However, we do not agree 
with that part of section 2 which loosely outlines the manner of 
arriving at the resale price to the original owner. This section pro- 
vides that the resale price to the owner shall be the compensation 
paid by the Government to the private owner less such allowances 
as the Administrator may deem reasonable (1) to cover vessel recon- 
ditioning, and (2) to compensate the owner from whom the Govern- 
ment purchased the vessel for use as a Government-owned vessel. 

The Maritime Commission had determined and followed the prac- 
tice that the Government should roughly base the rate of such annual 
compensation at 5 to 9 percent of the value of the vessel. This rate 
is based on charter-hire rates. 

No private company is entitled to pay by the Government, when 
the Government operates its wholly owned vessel which had been 
purchased outright from the company. The purchase price of the 
vessel is the only pay which the private company is entitled to. 

There is an argument that the private owner has been deprived of 
a means of livelihood by the vessel requisition and, therefore, should 
be compensated for the period of Government use. This argument 
is not valid. Proprietors of small businesses, such as candy stores, 
are drafted for military service. The Government does not compen- 
sate them for the period the business was owned and operated by 
another person. In fact, no one requisitioned by the draft is com- 
pensated according to his potential earning power in private employ- 
ment. 

The exigencies of war often put companies completely out of 
business. The Government does not even take over their physical 
assets and pay for them. Vessel owners must become useful to the 
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defense of the Nation like all other beneficiaries of life in the United 
States. 

The reconditioning cost is established by a joint survey conducted 
by representatives of the Government and the private party requesting 
return of the vessel. After the cost of reconditioning is arrived at, it is 
used in computing the resale price. However, there is no attempt by 
the Government to follow up to see that the reconditioning allowance 
is actually spent for that purpose. We are advised that this has 
proved to be a means of windfall profits for private parties who do 
not recondition to the degree they claimed it would be necessary for 
operation of the vessel. 

H. R. 4480, like Public Laws 44 and 305 of the Seventy-ceighth 
Congress, provides the possible means for the Government to purchase 
a vessel, then pay the original owner to take:the vessel back. Under 
this bill the following hypothetical case is an example which could 
take place: 

The Government pays $100,000 for the vessel in 1942, compensates 
the owner for Government use of the vessel with $81,000, or 9 percent 
for 9 vears of the $100,000 purchase price; then they allow $30,000 
for reconditioning cost, 

In this case, the Government would be out $11,000 in order that 
the original owner may have his boat returned to him. 

The Maritime Commission realized that the law contained the 
above loophole. They blocked it administratively by establishing a 
policy of never returning a vessel to the original owner at no cost to 
him or having the Government pay him to take the vessel back. 
We have been informed that the policy is that the resale price to the 
original owner must be at least three percent of the purchase price 
paid by the Government. 

It seems obvious that the intent of Congress is to give the original 
owner priority in buying the boat back from the Government; rather 
than that the purchaser should pay the Government what the 
vessel is worth. 

The solution to the resale price problem would be simple if the 
intent of Congress were not to give priority to the original owner. 
The answer would be to have private parties engage in competitive 
bidding. Since the intent is obvious, the problem is to arrive at a 
formula to compute a resale price which is fair and reasonable to the 
orivinal owner and to the Government. 

We suggest the following formula for computing the resale price: 

I. Purchase price paid by Government to private owner. 
Il. Minus depreciation of vessel for period Government owned 
(based on 20 vears). 
III. Plus betterments by Government which improve vessel and 
are usable by private owner. 
IV. Minus depreciation of above usable betterments. 
V. Minus actual reconditioning cost paid out to place vessel in 
condition for commercial operations. 

Language should be inserted in the bill which would not permit the 
resale price to be zero or have the Government pay the original private 
owner to take back his vessel. Since the Government purchased the 
vessel outright, the vessel should be scrapped for its scrap value before 
it is given back to the private owner free or at a loss to the Government. 
This suggests a “floor” resale price when the above formula arrives 
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at a resale price which results in no cost to the owner at the time of 
his repurchase. It may be well to arrive at a percentage scrap value 
price for the different class vessels and have the private party pay this 
amount. An illustration of this: principle in conjunction with our 
formula is as follows: 
1. The Government pays a purchase price for a new vessel of 
$100,000. 
II. Minus $50,000 depreciation of vessel during Government 
ownership for 10 years at 5 percent. 
III. Plus $3,000 usable betterments by Government. 
IV. Minus $300 depreciation of usable betterments. 
V. Minus $55,000 reconditioning cost. 

The formula indicates that the Government would lose $2,300 in 
the return of this vessel to the private owner. However, it is deter- 
mined that the scrap value of the vessel is $5,000. Therefore, the 
original private owner should pay $5,000 for the vessel or the Govern- 
ment should scrap it for $5,000, instead of selling it back to him and 
having the Government pay him $2,300 to take it back. 

The CHarrMan. Are there any questions, gentlemen? 

Mr. Bennetr. I may not understand the situation very thoroughly 
but why can’t you just have an appraisal like you do in real estate? 
Why can’t you have it appraised and sell it back that way? 

\Ir. Happock. I think we would oppose the appraisal idea because 
of the experience of what has taken place in this field in the past. We 
are advised that there is a report before this committee, as a matter of 
fact, from the Maritime Commission which would indicate that a lot of 
shenanigans went on with regard to the return of small boats to origi- 
nal owners. Iam not faniliar with the report. I haven’t seen it. I 
understand we have a copy of the thing coming to us. I tried to get it 
in time to take some examples out of it and show them to the commit- 
tee but Iam told by the people who actually participate in the work for 
the Maritime Commission that a great deal of trouble was experienced, 
particularly in the removal of these so-called betterments or putting 
into class of these vessels, that the Commission allowed certain 
amounts of money arrived at through negotiations with the owners 
for these betterments and paid them the money, and the owners would 
go out and not make the changes and use the vessels as they were, al- 
though they made representations to the Government they couldn’t 
use them until these conditions were changed. 

One of these persons who handled one of these vessels told me of an 
incident where a vessel was bought by the Government with a low- 
horsepower motor, and among the improvements that were made was 
one in which a higher-horsepower motor, and new motor, was installed. 
When the owner came to take back the ship he requested that the new 
motor be taken out, that it was too powerful and that he couldn’t use 
it. The Government paid him for that work but the job was never 
done, and he went ahead and used the boat with the new motor. 

Now, it is that type of thing that happens. I am told that it is 
going on and | am told that this information was in a report made to 
Congress beginning in 1941 and into 1947, and the report has not been 
brought up to date, I understand. 

Mr. Bonner. Who is the report from? 

Mr. Happocx. The Maritime Commission. 

Mr. Bonner. The Commission makes the report itself? 

Mr. Happock. That is right. 
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Mr. Bennerr. Who indulged in the shenanigans, the Maritime 
Commission? 

Mr. Happock. Well, I think perhaps they were at fault in certain 
cases but I think primarily it was the owners of the small boats who 
were guilty of taking advantage of weaknesses that existed in the law, 
or perhaps weaknesses that existed in the administration. I am not 
clear in my own mind whether the law is at fault or the administration 
or both. 

Mr. Bennerr. Of course, open competitive bidding would eliminate 
all that. 

Mr. Happock. Yes; and as a matter of fact we gave considerable 
thought to recommending that this be done on an open-bid basis. 
And where three bids were received we thought of giving the original 
owner the right to reacquire the vessel at the highest bid price. In 
other words, he would not bid but if three other owners or potential 
owners did bid, then the original owner would have the option of 
taking it away from the highest bidder at the highest bidder's price. 
However, this is a special design or type of vessel amendment that is 
before you and it is quite likely that in the sale of a special type of 
vessel you may not get three bids. For instance, in the Seatrains you 
wouldn’t. | am sure that the Seatrain owners would want the vessels. 
I don’t know if anyone else would. That would be true in special- 
purpose vessels. If you get only one bid that would defeat the pur- 
pose and that is the reason we didn’t recommend that process to the 
committee because that is the simplest process and the fairest process 
to follow, it seems to us. 

Mr. Mintuer. Mr. Haddock, on page 4 of vour prepared statement 
you say in the formula: 

Minus actual reconditioning cost paid out to place vessel in condition for 
commercial operations. 

I suppose the “paid out” is the kev phrase. How would that work 
out as a practical matter when it came to determine the price to be 
paid? Would that involve getting the boat reconditioned before the 
purchaser knew what he was going to have to pay out? 

Mr. Happock. Yes; I think it would. 

Mr. Minter. Wouldn't it be hard to administer that? I think the 
formula seems fair enough but suppose you wanted to make a deal 
right now, and in my little experience it usually costs more to get a 
boat in shape than anybody ever thinks it does, and if vou make vour 
calculations in advance, it might be a good many months before you 
knew just exactly what you were going to have to pay for the boat, 
wouldn't it? 

Mr. Happock. That is the area in which most of the shenanigans 
have taken place and our recommendation on that would be that the 
Government work out with the former owner a predetermined price 
on what it would take to recondition the vessel, and then the Govern- 
ment not pay him that money or not allow that money, that the 
Government would deduct that money or require him to pay the 
money, or hold the money in escrow until those betterments were 
actually made on the vessel before the Government would recognize 
that they had been done. 

Mr. Miuuer. I still see some trouble in working out a formula. 
Of course, vou come to a situation like this, where the vessel obviously 
is going to need certain replacements or reconditioning in some feature 
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perhaps within the next year or two. They are required but it might 
be used for a year or two of service without going to that expense. 
Now, the owner would be compelled to make those repairs right at 
the time of purchase if he were going to get any benefit at all. Under 
this formula it is more elastic. , 

Mr. Happocx. I think he would; yes. 

Mr. Mruier. Wouldn’t it be desirable if it were possible to have that 
figure subject to some adjustment where they would say; “Well, 
within 2 years you have to pay $10,000 to put this boat in shape it will 
have to be but in the meantime you can run it a year or two in the 
shape it is and we will allow $8,000,” or something like that? 

Mr. Happock. I wouldn’t agree with that if I were the Government, 
and I wouldn’t sell the boat to an individual on the basis of betterment 
because too many things could happen. Ostensibly these people know 
small boats and they can determine what the condition of the boat is 
when it is being reacquired, and unless they make a redetermination 
and correct the faults that exist by the use of the vessel by the Gov- 
ernment and make the corrections at that time I don’t think the 
Government ought to be held liable for six months or a year or any 
period of time after they return the boat to the individual. 

Mr. Mitier. But vou require them to put the repairs in right then 
and there in order for them to be able to get credit for them? 

Mr. Happock. I would, in the light of the experience that has 
taken place in this field. 

The CHarrMAn. Mr. Robeson. . 

Mr. Roseson. I am just interested in finding out whether the 
witness is trying to save the Government some money. 

Has your organization got a contract with Seatrain Line, Inc.? 

Mr. Happock. No, we don’t have. 

Mr. Roseson. And your organization does not have a contract 
with fishing vessel operators of this particular type we are talking 
about? 

Mr. Happock. No, we do not. 

Mr. Roneson. Just what is your interest? 

Mr. Happock. Our interest is in getting the law straightened out. 

Mr. Roseson. I mean to do what? 

Mr. Happock. To correct some of the situations which existed 
under the existing law and which would exist under the new law if 
enacted. 

Mr. Roseson. You mean to save the Treasury money or what? 

Mr. Happock. Not only save the Treasury money but make for 
better administration of these small vessel items and special vessel 
items. 

Mr. Roserson. I just wondered. 

The Cuarrman. Mr. Bonner. 

Mr. Bonner. It is wholesome that someone does come in and 
express an interest that doesn’t have a direct financial connection 
or any other connection with the matter because the people in the 
country as a whole are disgusted with what happened in the Merchant 
Marine conduct during the last war and during the previous war, 
and it is really true that there have been some terrible scandals. | 
would like to know where the foundation and origin are of this three 
percent it has been estimated must be returned to the Government 
for saving these vessels that were requisitioned. How do they arrive 
at this three percent item? 
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Mr. Happock. I think that was an administrative determination 
on the part of the Maritime Commission to prevent the Government 
having to give the vessels back to the owners or to prevent them from 
paying them to take them back. 

Mr. Bonner. That is what grasps the admiration of the people 
when the admiral speaks of taking of private property on land and 
returning private property. I don’t know of anybody that has had 
the advantage of the return of private property in comparison with 
the return of vessels, ships, and when we wrote the Merchant Marine 
Act we thought we were doing a better job than we actually did as 
it turned out. 

Mr. Happock. It is my impression that this is not too difficult a 
task. There are certainly some problems in there and there are going 
to be some kinky administrative problems, and I am not trying to 
fool myself or the committee that you can legislate competent ad- 
ministration or honest administration but where there are obvious 
loopholes I think it is desirable to tighten them up and get the type 
of administration that everybody desires. 

Mr. Bennerr. Do you prefer the formula you have to competitive 
bidding? 

Mr. Happocx. No. We indicated that we prefer competitive bid- 
ding on page 2. 

Mr. Bennett. I thought you did. Why don’t you talk about that? 
Do you think that is impractical? 

Mr. Happock. Well because of the fact that in these special-purpose 
vessels we visualize there will not be three or more bidders bidding for 
the vessels. If we could be assured you would have three or more 
bidders for a vessel, then competitive bidding, in our opinion, is the 
much more desirable approach to it, but we felt in these special- 
purpose vessels you would not have real competitive bidding. 

Mr. Bennett. Would you have competitive bidding with the power 
of the Government to retain the title if it thought an adequate bid 
wasn’t submitted? 

Mr. Happock. Yes; except that a formula should be established to 
determine what the fair floor price should be. 

The Cuairman. The whole purpose of this bill is to afford relief to 
the owners of special-type vessels. There would be no point to the 
Government retaining title to it even if the bid was not a competitive 
bid. That is not what the Government order ought to be. 

Mr. Miniter. Would the Chairman yield so I may ask a question? 

The CHarrMan. Yes. 

Mr. Mitier. What about that alternative formula you suggested 
that the vessel should be sold to the owner if there were three bids, 
riving him, the former owner, the right to purchase at the highest 
bid price, and then in the absence of three bids, apply some formula 
such as this? 

Mr. Happockx. We would have no objection to it. 

Mr. Mitier. Would that be better than having either one? 

Mr. Happock. It probably would. It may very well be because 
you do not get bona fide competitive bidding into the situation, 
which is much better than administrative action as a rule. 

Mr. Miuuer. And then if you don’t get the bids you fall back on 
this rule where the former owner could reacquire the vessel without the 
invitation to bid? 

Mr. Hapvpock. That is right. 








18 REACQUISITION OF SPECIAL-PURPOSE VESSELS 


Mr. Bonner. Is there any way af determining the price by depre- 
ciating the vessel from the time the Government acquired it? For 
instance, if the Government would keep the vessel 1 or 2 or 3 years, 
you depreciate the value of the vessel. 

Mr. Happock. Yes; we gave thought to that and that would in 
many instances have meant that the Government would have had to 
pay the small vessel owners to take the vessels back. 

Mr. Bonner. Well, the depreciation life of a vessel is 20 years. 
In many cases the Government had not kept the vessel but 2 or 3 
years. 

Mr. Harpock. In many cases the vessels were over their age level. 

Mr. Bonner. I am talking about the time when the Government 
acquired the vessel. 

Mr. Happock. You mean 20 vears from the acquired date? 

Mr. Bonner. Yes. In the last war we bought vessels that were 
20 years old and paid fabulous prices for them. I don’t know what 
became of them but we paid outrageous prices for them. But we 
knew they were vessels worth $1,000,000, and it has been depreciated 
in its operation $2,000,000 from the time the Government took the 
vessel from the dock. ‘Taking then the same depreciation at the time 
of the return to the former owner, I don’t think that would be aecept- 
able to owners after the lush receipts they have had in the past but it 
would certainly be fair to the Government. 

Mr. Happock. Mr. Bonner, I am a little bit confused. Let 1e see 
if I can get this straightened out here. I understand your objection 
was—— 

Mr. Bonner. I am asking you if you would use it. 

Mr. Happock. You suggest you would use 20-year depreciation 
from the date the Government gets the vessel? I would say ‘“‘Yes’’; 
but if vou say figure the depreciation from the original date I would 
say “No.” 

Mr. Bonner. No; from the date the Government gets the vessel 
and the price they paid for it should be used in depreciating the value 
when they recapture the vessel. 

Mr. Happock. I don’t see anything wrong with it except you would 
still have the betterment situation involved. 

Mr. Bonner. That is natural. That is the cost of war. 

Mr. Happock. That is right. 

Mr. Bonner. But it would certainly work out a little better in my 
opinion. 

Mr. Happock. And you would have the putting-into-class problem 
involved also. 

Mr. Bonner. Putting into class would be putting the vessel back 
as it was? 

Mr. Happock. That is right. 

Mr. Bonner. Well, wouldn’t the Maritime Commission make an 
allowance for putting it back? 

Mr. Happock. That is right. 

The CHarrMan. I think, °Mr. Haddock, you have not completely 
stated in the first paragraph of your statement the purpose of this 
amendment. You say, “This amendment is designed to permit the 
return to private owners of special-purpose vesse Is which were pur- 
chased or requisitioned by the Government.’ But you left out a 
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very important point, that there are special-purpose vessels which 
require special terminal facilities and for which no other type of 
vessel is suitable. Now, if you are addressing yourself to the general 
question of repayment of private owners, that is one thing. If you 
are addressing yourself to the purpose of the amendment, which relates 
to specially designed vessels, to be fair to the Seatrain people, who have 
in the past vear undertaken construction of two additional vessels 
and one additional shore facility on the.recommendation of the 
Maritime Administrator that they ought to be given preference in 
the return of those vessels, then it seems to me that the argument 
you advance here is not too pertinent to this particular case. 

Mr. Happock. Actually, the argument we addressed to you is a 
general argument. 

The CHarRMAN. Yes. 

Mr. Happock. We recognize this is a special-purpose bill and that 
is what gave us the trouble. 1 mean special- -purpose vessels are being 
considered and that is what gave us the trouble in the whole question 
of competitive bids. But certainly you could correct that by having 
a floor price below which you would not turn the vessel loose. 

It is quite clear, | am sure, Mr. Chairman, that we called attention 
to the imperfections in the other two public laws, which this whole 
question deals with, and it was our hope that those imperfections 
would be corrected insofar as this situation was concerned at this 
time, but it is a knotty problem, no question about it. It is a very 
difficult problem. 

The CHarrmMan. There are no other vessels in existence that you 
know that are comparable to the Seatrain vessels, are there? 

Mr. Happock. No; there aren’t, and my very frank opinion is that 
vou would probably only get bids from Seatrain on the vessels. 

Mr. Bonner. That is what I was thinking. 

The CHarrMan. Because the people who were purchasing them 
would have to construct special facilities or purchase from the Seatrain 
Line the special facilities which would be no use to others than the 
Seatrain boats. This is a proposition of special-purpose vessels and 
we are not dealing with shipping in general. 

Mr. Happock. Yes. 1 would like to say that we would like to 
see the Seatrain people continue in operation because they do have 
a very unique and valuable operation. 

The CHarrMan. Mr. Allen. 

Mr. Auten. Mr. Haddock, if you get away from a former owner 
getting his vessel back, isn’t it quite probable that a condition would 
arise where his trade would be temporarily disrupted by the loss of 
a man who was operating that trade and then subsequently the trade 
would continue to be disrupted as to him because his competitors or 
other bidders would take his vessels on competitive bids and prevent 
him from reestablishing his trade? 

Mr. Happock. I think that is true, and as I reeall, that was the 
primary consideration in the original enactment. I believe it was 
Public Law 44 that started this whole thing up and I| think that was 
the original consideration for the bill. 

Thank you. 

The CHarrMan. Are there any other questions? 

All right, thank you very much, Mr. Haddock. 
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(The following information was subsequently supplied for the 
record:) 


STATEMENT OF Patrick McHucnu, SEcrReETARY-TREASURER, ATLANTIC 
FISHERMEN’sS Union, RELATIVE TO H. R. 4480 


We are in agreement with the general intent and purpose of H. R. 4480, that is, 
to bring about restoration of fishing vessels taken by the Government to the fish- 
ing industry from which they came. However, we do not agree that the former 
owners of such vessels be given first opportunity to reacquire them as many, if 
not most of these owners, were glad to have the Government buy them and did 
everything possible toward that end. Our suggestion, therefore, is that such 
owners not be given a preference to repurchase but rather that such boats should 
be sold to the highest bidder who intends immediately to devote same to the 
fishing industry. 

Speaking of the industry here in Boston, it is common knowledge that no owner 
will pay anything near the price that the Army paid. In talking with different 
fish companies we understand that there is interest to buy some of these boats, 
but at a very reduced price, and this because they figure that to put the vessels 
back in shape it will cost approximately $50,000 per vessel at least—let alone 
other grounds for a decreased price. 

We wish to emphasize that the bill should provide that any boat released by 
the Government should only be used in the American fisheries; that the pur- 
chasers should be American citizens who intend to devote such vessels solely to 
the United States fisheries—this to assure that such vessels cannot be sold or 
transferred to foreign countries. As you know, several of our vessels have in the 
past few vears been transferred to foreign registry and there has been some indi- 
cation that more shall go. You may be interested in having before you the en- 
closed copy of a resolution which the Massachusetts State Federation of Labor 
adopted on August 9, 1951, at the sixty-fifth annual convention. 

As a matter of justice and sound policy we suggest that the following procedure 
be applied to the sale of these boats: 

(1) The former owners should not have the benefit of private purchase to 
the exclusion of others in the fishing industry. 

(2) Public auction under a system of sealed bids should be afforded to all 
those with intention of immediate operation of such vessels in the fishing 
industry. 

(3) On failure to obtain bids on any such sale by public auction then such 
vessels shall be sold by public auction to those engaged in the closely related 
industries, and in this connection we think it is appropriate to ask that there 
be definition of the phrase ‘‘related industries.”’ 

Consequently, to make sure that these policies are to be carried out the Atlantic 
Fishermen’s Union suggests that section 3 of the present statute be amended by 
striking out that the vessel shall be used in the fisheries for 1 year from date of 
sale and substituting therefor the words, ‘‘5 years from the date of sale or for the 
duration of the present emergency, whichever is the longer.” 

Likewise, in section 3, we suggest that there be further definition of the word 
“fisheries’’ by adding to such word the following, ‘‘of the United States’; and 
after the word “industries’’ the words “‘of the United States.” 

We further suggest that there should be appropriate redrafting of the entire 
mechanism for sale by public bid by provisions calling for first offer to persons 
who will operate such vessels immediately after purchase in the course of normal 
fishing, 

Patrick McHvau, 
Secretary-Treasurer, Atlantic Fishermen’s Union. 





ASSOCIATION OF AMERICAN SHIP OWNERS, 
Washington, D. C., September 11, 19451. 
Hon. Epwarp J. Hart, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 

My Dear ConGrRessMAN: You will recall that during the hearings on H. R. 
4480, the bill affecting Seatrain which you introduced, Mr. David Brush, vice 
president of Seatrain, was asked his views on the committee print of the Senate 
bill, S. 1674. 
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At that time, Mr. Brush had not seen the committee print and was not pre- 
pared to comment. Since then, he and the company have made a study of it 
and have recommended five amendments. One of these adopts the suggestion 
made by Hoyt Haddock of having a floor price equal to the scrap value of the 
vessel. The others make sense to me and, I think, would simplify administration 
of the bill if the committee decides to proceed along the lines of the Senate com- 
mittee print. 

For such consideration as you think they merit, when your committee takes 
up the bill, I am enclosing a copy of the amendments to the committee print 
proposed by Seatrain, along with a copy of David Brush’s letter to me setting 
forth the reasons for the amendments proposed, and, finally, the copy of the Senate 
Committee Print No. 2. 

I am also sending a copy of these to your committee counsel, Mr. John Drewry. 

May I again express my appreciation for your courtesy and helpfulness in 
introducing the bill and also the fine way you handled the hearing on August 15 
and brought it back to the point at issue when it seemed to be wandering rather 
far afield. 

With best regards, 

Sincerely, 
Josern H. Bat, 
Vice President, Association of American Ship Owners. 





SEATRAIN Lines, INc., 
New York, N. Y., August 23, 1951. 
Senator Josern H. Batt, 
Vice President, Association of American Ship Owners, 
Washington, D. C. 

Dear SENATOR: I am sorry to have missed you after lunch on Tuesday as I 
had hoped to go over our recommended changes in Committee Print No. 2, 
dated August 9, on 8. 1674 (corresponding to H. R. 4480). However, in ac- 
cordance with your suggestion in the morning, I am enclosing a copy of Print 
No. 2 with our recommended changes typed thereon. 

By way of explanation, let me take up these changes one at a time: 

(a) On page 3, we have struck certain words in lines 7 and 8 as it would seem 
that the Administration is bound by the formula on page 4. 

(b) On page 3, line 21, we have added a phrase to require the Administration 
to determine the depreciated value of improvements made by the United States 
to the former owner based upon the expected remaining life of the vessel, as we 
believe it only fair and proper that the owner should be allowed depreciation on 
such improvements based upon the remaining life of the vessel itself rather than 
the improvements alone. For example, it if should be assumed that the vessel 
has a life of 20 years and it is 19 years old when it is returned to the fermer owner, 
and if improvements were made by the Government which would have a life 
themselves of, let us say, 20 years, and the expected remaining life of the vessel 
following its return to the former owner should be 6 years, it seems obvious that 
the improvements will not have a value to the owner for more than 6 years and 
accordingly, in all fairness, their value should be adjusted so as to reflect unde- 
preciated value equivalent to 6 years. 

(c) On page 4, line 2, we have added a phrase to clarify what is meant by ‘‘normal 
commercial operations.’’ Obviously, special-purpose vessels, such as the Seatrain 
ships, were designed for a particular use and are suitable only for that use, and the 
owner of such ships could not possibly use improvements made by the United 
States which are not suitable for their original purpose. As the bili now stands, I 
am afraid that ‘‘normal commercial operations” is not narrow enough to give the 
necessary protection to the former owner on this point, and accordingly we have 
expanded it to make it clear. 

(d) On page 4, lines 5 to 10, we have substituted a new formula for the deter- 
mination of ‘normal depreciation.”’ First we believe that the Government should 
not allow any more than the rate allowed to the former owner by the Bureau of 
Internal Revenue for tax purposes. This seems only proper and consistent. Sec- 
ondly, as the bill now stands it is not clear from which date the vessel is deemed to 
have a useful life of 20 vears—its original construction or the time of the taking 
by the Government. We believe that it is only proper that the vessel be depre- 
ciated and allowance for such depreciation be at the same rate at which it was 
being depreciated normally at the time of the taking, and our wording is much 
cleared on this point. 
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Thirdly, we have added a provision for extraordinary depreciation similar to the 
provisions of the Merchant Ship Sales Act of 1946. The Administration would 
have to determine that excessive wear and tear had occurred during the period of 
use of the yessel by the United States and determine what additional rate of 
depreciation would be allowed not to exceed 3 percent—again based on the orig- 
inal cost of construction. The 3 percent is the same as that used in the Merchant 
Ship Sales Act. (It should be pointed out that excessive wear and tear on tankers 
was allowed not to exceed 4 percent in the Merchant Ship Sales Act.) 

(e) We have inserted on page 4, between lines 10 and 11, a provision for a 
“‘floor’’ price to be paid to the Government for a vessel under these cireumstances— 
namely its scrap value at the time of repurchase by the former owner. 

Will you be good enough to transmit these views and recommended changes 
to the appropriate congressional committees, particularly the House Committee 
on Merchant Marine and Fisheries in accordance with Representative Hart’s 
request at the conclusion of the hearing on H. R. 4480 last week. 

Win you be good enough to send me one more Committee Print No. 2 which 
[ may change in a similar manner and forward to Mr. Benson. 

Very truly yours, 
Davip M. Brusu. 


ProposepD AMENDMENTS TO COMMITTEE PRINT No. 2, S. 1674, By SEATRAIN 
Lings, Inc. 

1. On page 3, lines 7 and 8, strike out “such sum as the Administration shall 
determine to be.”’ 

2. On page 3, line 21, strike the period and add the following: ‘‘to the former 
owner based upon the expected remaining life of the vessel following its return 
to the former owner.” 

3. On page 4, line 2, strike the period and add the following: “for which such 
vessel was suitable prior to its purchase or requisition by the United States.” 

4. On page 4, strike out lines 3 through 10 and insert in lieu thereof the 
following: “ 

“(c) For the purposes of this section, normal depreciation shall be at the rate 
allowed the former owner by the Bureau of Internal Revenue at the time of the 
taking, unless the Administration determines that extraordinary depreciation has 
occurred during the period of use by the United States in which event an additional 
amount shall be deducted not exceeding three per centum annually of the original 
cost of construction.” 

5. Following line 10, page 4, insert: 

“(d) The minimum compensation to be paid to the United States for such 
vessel shall be its serap value at the time of repurchase by such former owner.” 


{Committee Print No. 2] 
[S. 1674, 82d Cong., Ist sess.] 
{Insert the part printed in italic] 


4 BILL To give owners of certain special-purpose vessels purchased or requisitioned by the United States 
an opportunity to reacquire such vessels when they are no longer needed by the United States 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first section of the Act of April 29, 1943, 
entitled “‘An Act to authorize the return to private ownership of certain vessels 
formerly used or suitable for use in the fisheries or industries related thereto”’, 
as amended (Public Law 44, Seventy-eighth Congress; 57 Stat. 69), is amended 
to read as follows: 

“That any vessel (1) formerly used or suitable for use in the fisheries or indus- 
tries related thereto, or (2) of one thousand gross tons (determined in accordance 
with the provisions of sce. 77 of title 46 of the U. 8S. C.) or less, or (3) employed 
on the Great Lakes during the year preceding its acquisition by the United States, 
or (4) of a special design or type, constructed or being constructed for an operation 
requiring special terminal facilities and for which no other type or desiga of vessel 
is reasonably suitable, title to which, in any of the above cases, has been or may 
hereafter be acquired by the United States through purchase or requisition, 
except any vessel seventeen years of age or older traded in under the provisions 
of section 510 of the Merchant Marine Act, 1936, as amended, or any other 
provision of law, may be returned to private ownership in accordance with the 
provisions of this Act.” 














REACQUISITION OF SPECIAL-PURPOSE VESSELS 23 


Ske. 2. (a) Section 2 of such Act is amended to read as follows: 

“Sec. 2. (a) Every such vessel shall, upon determination by the department or 
agency having possession thereof that the vessel ts no longer needed or can be spared 
by such department or agency without detriment to its service, be made available to 
the Maritime Administration, which shall notify the former owner from whom such 
vessel was purchased on requisitioned that the vessel may be returned to such owner 
upon payment to the United States of compensation in an amount which shall be 
determined by the Administration as follows: 

““(1) determine the amount of the purchase price paid by the United States 
to such former owner upon purchase or requisition by the United States; 

(2) subtract therefrom such sum as the Administration shall determine to 
be the normal depreciation in the value of such vessel since the date of such 
acquisition by the United States and a sum to cover the cost of such reconditioning 
as the Administration after consultation with the former owner deems necessary 
to restore the vessel to condition and utility at least as good as when acquired by 
the United States (ordinary wear and tear excepted); and 

(3) if any improvements made by the United States upon such vessel sub- 
sequent to such date are to remain thereon after repurchase by such former owner, 
add to the remainder such sum as the Administration shall determine to equal 
the depreciated value of such improvements. 

““(b) Any such improvements shall be removed from such vessel at the expense of 
the United States prior to the resale of such vessel to its former owner unless such im- 
provements are determined by the Administration to be required for the use of such 
vessel by such former owner in normal commercial operations. 

““(c) In determining the amount of depreciation for the purposes of this section— 

**(1) the vessel shall be deemed to have a useful life of twenty years; and 

(2) any improvements made thereon by the United States shall be deemed to 
have such useful life, not exceeding twenty years, as the Administration shall 
determine.”’ ’ 

(b) Sections 3 and 4 of such Act are amended by striking out the word ‘‘ Adminis- 
trator’ wherever it appears therein and inserting in lieu thereof the word ‘‘ Adminis- 
tration’’. 

(c) Section 3 of such Act is amended by striking out all after the expression “‘date 
of sale,”’ and inserting in lieu thereof the following: “‘other than for the class of service in 
which such vessel was used by its former owner prior to acquisition by the United 
States, without the approval of the Administration: Provided, That the Administration 
may reject any bid which does not equal the amount of compensation therefor deter- 
mined pursuant to section 2 of this Act.” 


The CuarrMan. The subcommittee will adjourn to reconvene at the 
call of the Chair. 

(Whereupon, at 11 a. m., the subcommittee adjourned to reconvene 
at the call of the Chair.) 


x 





